UNITED NATIONS R
ECONOMIC \%9 . %/CN.1/5R.110

1 June 1951
AND W -
SOCIAL COUNCIL . . S>S<¥% ‘

iy L . e S
. ECONOMIC, EMPLOYMENT AND DEVELOPMENT COMMISSION
SUMARY RECORD OF THE HUNDRED AND TENTR MERTTHG:

- Held at Headquarters, New York,
. oa Thureday, 17 May 1951, at 10,30 a,.m.

CONTENTS: Financing economic development of under-developed countries (E/1970)
Report of the group of \e;perts' aﬁp&ihﬁedv by} theSecmtary-.Genera.l
under Economic and Soolal Counctl resolution 290 (XI) on measures
to x"éduce'f"ﬁ’\inempioyznéi;"a a‘nd:‘unaer-employmem{: in under.developed
countries in the light of ‘requirements of Bconomic"&evelopmnt

~ (Bf1986) o
Chatrmen: Mr. Nunes GUIMARAES
Members: Mr. BUNGE Argentina
. *Mr, BURY @ 0 . Australia.
. | ¥Mr, MASOIN RV Belgium
0 %Mr, WOLFSON Cenada
© W, SCEMEKE 0 Cptle
.. ¥Wr, CHA o China ‘
U e, GLozar | B o Czechoslovakia
*Mr, DAYRAS France

r, SAKSE}‘IA .. .. Indle

*  Alternates
¥ Advisor



E/cxu/&z.lw

Pege 2
Members (cdnt'd)
‘ #Mr. BJERVE Norway
Mr. MADRIGAL Philippines
*Mr, SZYMANOWSKI Poland
Mr, OZGUREL Turkey
Mr, CHERNYSBEV- -~ 7. Union of Soviet Socialist Republics
*Mp. WELSON--, .. . United Kingdom of Great Britain and
o Northern Iraland
Mr. STINEBOWER = United States of America
Mr. LANG Yugoslavia
‘maenmtivesof sggcial;zed mgieex S
* Mr. DAWSON - _ Intamatimal Iabour Or@n:lsat:lon {110}
. Mr, EZEKIEL - . Fcod and Agriculture Or@.nizatim (¥a0)
SRR i AN WAKG ")A: T
v MENWIN) . .. ‘Intomat.imal Mmetary Fund
Mr. DEMUTH g : o
EERRARTE International Bank for Recmatruotim
Mr. IOPEZ, and Davelopment
" Representatives of non-governmental ﬁizaticns.
Cat@g ory A: ‘
My, EEYLPERIN)
Miss SANSOM ) International Cha.mber ‘of Commerce (Icc)
Mr, WOODCOCK : International m-cpemtiva Alliance {ICA)
Mlss KAHN S Hor;d Federation ,o’f Trade Unions (WF’I‘U)
Category B: | —
Mise Stapleton - National Aasociaticn of Menufacturers
: S (NAM)
Becretariat:
Mr, WEINTRAUB * Secretary of the Camissicn

y -



E/CN.1/SR.110
Page 3

FINANCING BCONOMIC DRVELOPMENT OF UNDER-IEVELOPED COMNTRIES (E/i970)
REPCRT OF THE GROUP OF EXPERTS APPom'mD BY 'HE’ smmm-cmmAL UNDER ECONOMIC
" AND SOCIAL cotman Bmoumon 290 (XI) ON MEASURES TO REDUJE UNEMPLOYMENT AND
* UNDER-EMPLOYMENT IN UNDER DEVELOPED COUNTRIES IN ‘THE Lxcm OF Rmmnmmm OF
Ecomomc IEVELOPMENT (E/1986) S ~ ‘ : e e
- Mr. WILSON (United Kingdom) paid-a.tribute to the: experts report.
before the Commission. His delegation had long felt that more use should be made
of .that method of .asscertaining facts-and making recommendatioms.,nSince the repart
"had been received'ver'y recently, and his Government had.not had time to give 1t
" due consideration;-his comments on 1t woitld be made largely in:his individual
'-capacity’- T S LT T S U
Neithér he nor his Government agreed with all the authors' diagnoees
. ‘and recommendations. He singled out me deserving special attention the stress
laid by the experts on the importance of aid to small farmers:and the. impbrtance
* ' of increasing ¢rop- ylelds by modern techniques. The countries:which had been
"'devéloped in the ninetéenth century had large open ereas with.an acute scarcity

“""of labour, whereas the present-day under-developed countries had sbundant .labour

éupplies. ~The latter should therefore:concentrate on labour-intensive rather
than:capital-intensive forms of development. That wvas particularly true at .
present, Wwhen many forms of heavy capital equipment were in'short supply.:

There was one serious defect in the experts' apprvach which weas-particu-
larly relevant td the question of financing etonomic development, especially
external financing. The previous year another group of experts had produced a

"¢ pepart on national and international measures Per full employment, which had

" concentrated on the problem’of cyclical unemployment: in developed couniries. It
was because that had deen dohe that it had been decided torappoint.another:group
of experts to study the related problem of unemployment in under-developed -

" countries. The first report hed emphasized. the very important point that the

' maintenance of & high and stebls: level* of economic activity in the developed -
“countrisg was one' of ‘the greatest contributions that could be mede to the removal
of unemployment and under-employment in the under-developed countries. The
euthors of the new report appeared to ignore that important fact. They stated

/thet Pluctuations
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tha.t fluetmtions in actlvity in developed countries affécteﬁ the levai of incoms
rather than of employnept,, i,n mm\qudgsa}@pad cauntrieg, and that the princip&l

Amcdy for mder*emplomnt 1n the l.atter ¥Bg measures dimted to gomml .

‘wbm:mic develo;nshh While a@eaing with that maln thesis, ha wished to etrﬂse

tho poztnt },lo hed already mantioned with, rega.rd 1o the affect on xmdar-devoloped
cauntries ©of the elimination of unemploymant in dgveloped countriea and the |
maintenance of & high end stable level of activity. Important measures to that

f;end hed. been. agreed upon ‘at:thé Economic and Social Council's eleventh session

‘and endoreed by the General-Assembly. r vt

b 1 o

.y . Present economlc: thinking tended to- Ve dominated by t’he e::perienca

of the 3.930‘3,, which had been a pericd of insufficient demend in the developed’
countries. That deficiency of demand had hed grave comsequences for the under-
developed countries as their foreign markets shrank. The 1950's, however, had
every appearance of being a period -of very active demand. That would lead to a
period in which the under-developed :countries would be in esey financial’ciréum-

stantes. The terms of trade were in their favowr, and: they were ténding to

accumulate & balance of paymemts surplus vhich would assist them if appropitiate

| meagures werse taken in financing development projects both directly, by emabling
:them to purchese capital goods, and indirectly,: by meking them more credit-vorthy

and thus a more attractive field for investment, both private and international.
The existing high level of demand, therefare, made the problem of financing
development. easier, although temporerily et least 1t rendered the pro’blem of
supply more difficult. :

‘ The, ax:lafting ‘high level of demand might be expected to continue for
numy years because of the.rapid 1mrom in. output which, with full employment,
wvas to. be expected in the developed countries. Output in the United Sta.tea‘ could

'be expected to incremse by-about 7 per cent.& year and in the United Kingdom the
- increasg would be.sbout-8 per.cent a year, were that country not hampered by

shortages of rav materials. A.lthmilgh the situation might have. wcrsema“vith
regard to the supply,-of caepital, gooda, existing difficulties were only: tempm‘ary
and the und,er-dqveloped countries could do muoh to overcome them by increasing

:their . output of raw materials end thus enablingithe: dove]:ox:ed cointries. to éxpand

their output of capital goods.

/Neverthelessa,
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. - -Nevertholess, ih bpite of the eseing of the fihancial mroblems ef
under-developed countries; Pukther finencé would still bé.réquired,‘- ‘and 1t vas
 important to provide the best and most comprehensive mechaniem possible to meke
firanbe aveilable to the under-develpped countries, Facilitles for financing
development muet be of differént. kinds and must be made avallable through-
different chammels according to circumstences, . His Govermmsnt recognized the
need for assistance in many different forms, such as grante-in-aid for capital
expendliture of the nonwself=iiguldating kind, govermment loan capital‘ facillteting
the flow. of private capital; end finance of the type made available by the ...
International Bank, -For some years his Govermment had been meking grants-in~aid
and goverrnment loan capital availabdle to. its own dependent territories through
separate Iinstitutions, It had also been paking provision for the liquidation
of sccumulated sterling belances at the meximum rate considered possible, It was
determined to continue that policy and believed that 1ts participation in the
Colombo Plan was & sufficlent eernest of .1ts in'ben‘bions and a good indication of
the methods it considered suitable, . - T : : e

He doubted whether his Govermment could in the inmadiate future sube
stantially increese the volume of finance .or real resources made aveilleble. It
wves, however, nocessary to look sheed and devise appropriate machinery for :the
future, even though such machinery could not be put into operation immediately.
He wiphed, however, to cautlon the Commlssion against multiplying unnecesserily
the -number of internatioral organizations cperating in that f£ield, keeping in
mind that there.was in the world a shortage of administrative manpower, It was
also necessary to consider the danger of excesslve haste, which had been ‘
exemplified by United Kingdom experlence in certain development projecte. In the
case of the Gezira cotton scheme mentloned iIn the experts' report, which was one
of the most successful develomment projects ever launched in an under-developed
country, there had been much cereful preliminery survey work which had doubtlass
contributed te the scheme's success, C e o
_ With regard to procedure in the deta,iled discussion of the reyort, he
pointed out that the Commiselon wes essentlally e teclnlcal body whose functlon
was. not to make recormendations to Governments but to. prepsre the agenda for the
Economic Committee and the Economl¢ and Soeclal Councll, The duty of the Commission
wag to report to the Council that 1t had conaldered the recamendations of the
oxperts as well as other suggestions, that it welcamed the report and other sugges-
tions, and that 1t did not pass final Judgments, but had done its best to examine
thelr lmplications in order to help the Council to come to & more considered

concluaion,
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Mr, BUNGE (Argentina) said his- 'dountry would favour-and support any
progrexme which would effectively develop the wealth .of the under-developed
countries and "thus ‘establish the basis fér raising the econanitc and socizl well-
being of their inhabitants.. The: well-being of thé world was indivisible and the
poverty of same would affect and imperil the weelth of others, His country -
therefore yelcomed and had co-operated in verious plans for assistsnce to -

- céuntries in need of 1t, - It had, for example, donated foodstuffs during the war
and granted credits for' the piurchase of 1ts expérts to countries suffering froam
the effects of the war, It had also colleborated with neighbouring countries

- 4n carrying out various progremmes of development and more recently hed given
ites support to the programmes for technical- assistance of the United Nations and
the Organization of American Statess ' = ' ,

The documents classed Argentina along with its Iatin Americen neighbours
as an under-developed country, but Argentina did not completely correspond to

“the definition of an under-developed country. It hed been richly endowed by
nature, and although ite industrial development had not been as great as that .
of same other countries, much progress had been made In recent years, with
encouraging results, Although young, Argentina was carrying out the task of
establishing & so0lid and constantly expanding economy, which would ensure the
well-being of iis present and future population, Argentina would certeinly
welcome contributions in the form of foreign capital or technlicel esslstance and
if they corresponded to the country?!s legal and administrative conditions :and-
would help in the achievement of the economic and socilal ends which:constituted
the framework within which 1ts national capital performed itsfunctions, ‘

Taking up the problem of the finencing of econamic develomment, he
pointed out the necessity of finding practicel solutions, Much theoretical and
academlc materlal dealing with thé subject had already been produced, but there
was still no solution.' It would not be possible to solve the question merely
by general recammendatlons for action by the Govermments of under-developed
countries to pfomote adequate damestic savings, Procedwres mst vary in accordane
with circumstances, and each people, through its legitimate Govermment amd with
the international aid which could be given without preJudice to 1ts mtional
interests, must evolve 1t8 own development programmes,

/The experience
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Tﬁe experience of ms owm country might dbe of use in that connexion,
Among ‘other thinga, he might mentlon the reorganization of itg banking system in
1946,  including. far-reaahing ‘heasures aﬁ‘ecting the use of the deposits for .
purposes .of ‘scapondc. develoment (both industriel, and agriculfui‘al) the estabiieha
ment. of néw Anstitutions, ete. : -:The. organization and perfeotion of that structure
hed rendered poesible the effective utilization of mcreasegl national aavings and
.the athievement of the Gavernment's objective of econamic ;gndependence without '
detrimsnt to thestenderdof living.:.. - - ... s .o .. ,

He stressed the importance of adequate 1ntemational action to channel
foreigh inveatment. into ‘praductive. ente;rprisea in the unﬁergdoveloped -oountries.
Foreilgn capital ‘must realize that it should serve: ‘the 1nt-erests of 'qhe pgople in
wiioge: country 1t wase ‘invested, Just as 1t, would ‘have gerved domestic mtomste 1f ‘
intested ‘at home, - . Foreign capitel was sought as an instrument.of production at
the Service of the community.: Having esteblished.that fact, which he considered
quite ‘ae limportant as the setting up-of an etfgdtivq admir‘zietgrat;t've and ,,gpohoxp;g
policy in the recipient. country, he wished to ‘point out. the insufficiency, 'i_’c;zf
verious reasohs, of the existing flow of direct invegtment in under-developed
countries. Current world savings were not distributed in gqbordgpcol_ with Athe_,,.,i
" worM's most ‘urgent development neede and meens must be found to cha}_i,'i(nfelz_‘,,tl‘le},!x; to
“the best sdvantage. P AT Y . I

- The ‘experts'. report referred to the desirability of action by t.he under—

deweloped, countriee to achieve better utilization of their resources:end the . .

“ progressive education of the population, He agreed that 1t was importent that.
each: ‘caﬁn‘try' should recognize:its own imterests end. implement-gnd. safeguard them
through a healthy economic policy and" en efficient and-honest-administration;.dut
1t waB equaliy importent: that thke developed countries, which were in a; povition to
provide the necessary capital-end technicel mssistence, should encourage tie . e
“investiment of that- capital abroad ani ensure thet it helped to. carry out desirable
socidl’ functions.” In that connetien 1t appeared. exceedingly. importent - fo educate,
in. thosb temﬁ forelign.capital and, foreign enterprise. The failure to grasp that
might have serious consequences for the whole world,.including, the cepital . ..
exporting countries, ' o

/He reminded
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He teminded the Commission ‘of “the concept ‘expresded.in the report by
the prervious group of experts that the ideal of full employment ‘could only ‘be
. achieved in the context of an’ expanaed ‘world’ economy, in which the economic
‘development of the mder-&evolpped countries formed bho most 1mportant single ’
element. 'As hé had'already Baid, thée welfare of the world was 1nd1viaihle, "ana
there was rio stbstitute for the maintenance of a progreeaive économic eystem which
wvould lead to the gradual alimination of excessive differences 1n the wealth of

pations. R S ’

. -On that accoufit, 1t was very nscessary to promote inves{:mnfz Both
public and’ private, by the developsd countries.* Much ‘had alreedy been done |
through ‘international organizations but, in view of the magnitude of the problam
1t wae not enough, ' More efficlent educatior and ‘public’ services in the under—
‘developed countries might greatly assist “but the 1mpcrtance of other aapecta
should not be minimized. ‘Two points of carainal importancé vere the tem of
trade:and the distribution of scarce goods If equitable terms of trade were
not established, the results fmuld be: preJudioial to all and’in pax*bicular to the
under-developed ccuntriea bécausé of thelr depsndence on trade in a limited -
number of raw materials. The study of that question had baen referred to another
group of experts, but 1t was worth stressing that now, at the time when an attempt
at the- compmhenaive regulation of world trade in certsin raw materials vas being
made, the establiskment of a Just and equitable relationship in terms of trade =
must be ensured; the 11l effects of a unilateral policy in the mattér would be “of
long- duration, whereas a satisfactory price relationship would perhit greater oo
domestic savings and thus make internatiomal .action less necesgsary. e

. A similar statement might be made with regerd to scarce capital goéds
vhich, dqe_ to-emergency situations, might have to be rationed. “The developmsnt ~
needs: of less developed countries must receive a'high priority. -Pro.jecte&?’ds'v:el-' ’
opent programmes would be of no use if the machinery required to implement: them
was not available and the necegsary’ steps must therefore be.teken to mum 1ts

aupply even in periods of emergency. Pt

[

/He paid
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He paid & tribute to the vaék of the group of experts, end indiceted
that his Goverzmnt’s officib.l views would ‘be mede known later, when it had had
time to study the répért, :

Mr. OZGUREL (Turkey) said that the group of experts seemed scmewhat
_optimistic in their estimation of the effect the hoarding of gold would have upon
internal :t‘inancing end in their views on the incresse in agricultural production
vhich could be expected from training 1n modern methods of cultivation. Apert
from such minor proints, however, the report es a whole wes sound and his ‘
, delegation was prepa,md to support the conclusions reached, while bearing in
mind the fact that it might not be possible to implement all the reconmendations
- immediately. For those who enjoyed subtlety, thers was of course & d1stinction
between the problem of eoonomic development and that of full employment, but the
two were very closely relnt-ed and 1t wes nselerss to try to deal with the lattier
- without first attacking the formor; ) SRR B
. . There was one point which the experts appeared to have neglected, and

that was the differing needs of the mxder—devaloped countries according to ths
staga Q:f development they had raached. “The countries which were Just embarking
. upon their dovelopment might renuire a fairly long period of techniesl prepsration
- before any 1arge-soale programa could be put into effect.  However, there were
other cemtries which ‘had already reached & certain stege of development where
imediate assistence could bring ‘shout the desired results within a relatively
short time. Given that aesietanoe, such countries -would scon becoemse*
_ independenh of :foreign financing and might in their turn be eble to extend &
helping hand ‘to the other und.er-dovelopad countries. '

Mr. SAKSL?Im (India) seid that, in the entire history of humen reletion-
ships ' there had saidom bsen so important, urgent and momentous & problem as that
of the sconomin z’tf- Tl wmn 1" cf *the mﬁsr—deve;.ope& countries. It wes important
because 1t afleuicl v”f 27368 oi {4 worsd and approniretely two-thirda of the

 world's oepuistion. I wus w(;ms ‘evaa of the uraest and - tension caused
.- by the. g'vae.u Q.&SC""'IU} in l.winé glander 18 batween the under-developed ccuntrias
and j\l'ghe_fieve_lfépe‘d countr;es. The average annual income in the former vea

R /41 dollars,
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W1 dollers, While in the United Statea it was 454 dollavs ard in otler developed
countries 461 dollars. The averege expectation of life in the m:der-deVeloped
countries was 27 yeers es compared wlth 63 years in the developed countries.

A Man_y\nore figures illustrating thet dispe.rity ‘could be mentioned N *On the
' 'solution of thet momen: Gous: 'oroblem the future’ ‘of the humen rece depended. "

" He rejected, hows er, “the. solnflon throu@ the. regimentation of ell productive

vresources, a8 contrar y‘ to ihe: ":;ncmts em‘bodiod in the Charter. . :

It had 'h’-*an euated. that, s in some of ‘the und.er-developed countries,
religious predudites were i:n'\eo ing eco qmic development In that comnnexion,
M"he vished to sketch brieflv “the past’ bietozy of- Ind.ie. to show how colonial rule

_had actually impeded tﬂe QGOD‘)ml(‘ development of the country and caused the

. feeling of hopeleesnese and de-'pair among the. inha.bitants. Over a period. of
‘150 years Indie haed been subjected to foreign domine.tion., .Its people had. 1ost_
contact with their own treditions end cultural velues. Before that period’ .
In:lia had ‘neen & relatively advanced and industrialized country, but with the
a.rrivaJ. of the foreigners stress was laid on external trade and the whole focys

( of the country s econom;sr had 'been shif'ted from the centre to the, coastal. - ..

i»_ ;.,trading posts causing deep economic, with conseouentiel sociel changes. . Tts:
o'wn industry had withered away and the country ‘hed dbeen converted into & msrk:et
for British goods.‘ It had not been a.la,owed to.. gievelop along normal 1ines a.nd.
the: wbole economic picture had been changed with. a disproporticnate number of
people moving to the lend, thereby inoreasing the preeeure of population. TS

‘That, and not philosophica.l or religious preJudices ’ ;was the" cauae, of the
hopelessness and despalr among the people, “and it was now essentiel tq. help
-them a.nd give them hope for the future. The representative of Australia. had

o

._ \spoken of patience ‘and of slow progreee. “ The: history of his country, however,
we,e quite different from thet of India. The original pioneering work had: been

carried out in the de.ys when Australie hed been & penal settlement and a.fter a

| century of that initial {mpetus 1t had been relatively easy for the free: people
of Austra.lie. to go forward and complete the work. Progress In Australia hed in

N

' ':fa.et "been remarka.’bly rapid a.nd ‘most of the econcmic development of the country:
had been ‘carried out during the past’ 50 or 60° yeers. ' He emphasized the: g,reata_.

urgency ‘of ' finding e solution for the problems of the under-developed coumtries.
Something mst be done immediately, for conditions were growling progressively
worse and events would not wait upon the pleasure of those who were in a

position to help. /It hed
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It bad been eald on séveral occasiot; avd also by the group of experts,
thet the under-developed countries aheuld she% that they hed done their utmost
to help themeelves before tbey were given any external assistance, Like the
representative of the Philippinea he wae pmepared to take up that cballensevv
The report of the group of experts stated ‘that the under-deVeloped countriea
ebould have an efficient and honeet adminiatration. India was very fotrtunate .
in thet ite officiale met that requirement fullyi The report also recommended
that planaing machinery ehould be established. Fer the past eighteen monthe &
Planning Commiaaiop had been working to prcmote induetrial ‘development and ite
report should be ready shortly. An Induatrial !iuance COrporatiou had also been
established for the development of induatry end 1t had worked effioiently for:
the paet two years. _He quoted from official doauwents ‘and statements 28 to the
guiding principles and method of wonk, iu comnexion with the above*ben%ionea
organs. The Indian Government had done its best 46 initiate industrial projects,
thus meeting another of the requixamenta laid down by the group of experts. Those
prodects included the establiehmant of eeVBrel fectortes (fer the’ ménufacture
of fertilizers, iron end steel, maehine tools), ﬁatioual research 1eboratories
in various fielda and e scheme for the manufaoture of pentcillin and anti~ -
melarial drugs vhich vas te be put into operation with the assistance of the
World Health Orgenization, The ahipbuilding iu&ustry vas algo béing emcouraged
and a new port ves being built on the West coast. The Goverument wes galing:
.plaas for the development of ‘the river valleys to produce hydro-electric pover
and th;ee sucb sohemes were alrbady 1n operation* ‘for one of them'a loanh.had
;been secured frow the International Bank Finally, the Government hed entered
‘into negotiations with foreignvcountries in an attempt to obtain capital to -
finance twelve important development projects, and 1t vas boped that the
neeesaary fynds would soon beccme available. . ' R T
A o His country had done its bast to attract rOreign capital by 1iheralizing
ite income tax regulatione and granting varioue exemptione, ineluding Telief from
customa duty for the importation of supplies and capital gooda needed for
industrial purpoaes. » . o » :
. ' The report of the group of experte state& further tb&t the under~'
aeveloped eountries ahculi carry out 1and reforma to imgrova their egrieultural
production“ In that respect, Indie was déing its best to ebolieb the system of

/1and
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1aud ownership by landlords who simply collected the rent but a1d notbing to
Inprbye the property. The Government was, howaver, encountering gome diffi-  h
cultiéa because 1t did not wiseh simply to disinherit the landowners witbout R
compebsation, and 1t could not compensate them all at once for fear of 1ncreaaing
the. alrea&y gxisting 1nflationary pressuree. Stepa ware being takan to glve the
tanab% fermers & real interest in the 1and and saveral credit 1nst1tutions ned
teen established to grant 1oans at a lcw rate of 1ntereet. The GOVernment was
algo trying to coneolidato agricultural holdinge ‘but that could not be done ;
vithout first providing alternative omployment for the persona affected. ,

. I% could be seen from that survey or the work being carried out’ 1n
India that (1) the aountry bed done as much as was possible uith 1ta own dcmeetic
‘resources and (2) that 1t hed a}.ways been handieappe& by the 1ack of capital.
L As a means of raleing ana allocating_the nacaaaary capital for the ‘1¢
financing of non-se;f-liquidating proaects 1n underudevelope& countriee, tbe o
experts bad recommended in Pary III of their rsport that ‘the United Natione
should establich en internetional devolopment authorlty with pover to meke
grants to the Gova:nmants of un&er*deVeloped countries for certain epecific :
purposes listed 1in paragrapb 276 of the, report. That wes by no means & nav o
1dea. It had first been put forward in 1949 Dby the Chaimen of the Sub-
coumisaion on Economic Devalopment who, having noted the 1nadequaey of e:iating
1bto:national financial 1nst1tutiane, had proposed the establiehment of ep :
international agency to finanoa non-selr-liquidatina proJects in under-developed
oquntriea end to co-ordinate all the activities of the United Natione and of ‘the
apeotalized agencies in the field. . The_report on national and 1nternatioual
~ measures for full employment had alao stressed the nocessity for government

financing through en 1nternational agency. ' The Sub~0cmmiasion on Economic
7 Davelopment had again discuasea the question at 1its fourth session, emphasising
1n 1ts report that there could be no sound acomomic development without a ‘
preliminary or simultaneoua development of various non-self-liquidating proJocts
io such fields as healtb, housing, educetion and public utilitiee. Sinoe those
proaecte could not be financed by the under~daVelopod countries out of tbeir
own domaatio resourcea, and eince, at the ‘seme time they were obviously an

/essential
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eaaential prerequiaite for the succesa of oniinary aelf liquidating 1nVeatments,

noudaeﬁ.fbliquidating projects in the under-develpped couﬁtriea. ‘That for of
financing could only be carried out effectively thréugh ‘an intéypational
organizktion. The same 1des had also beon advenoéd by Mr, ‘Gréy in the report
~he had’ sublitted to’ the Presidetit of ths Upited States in November: 1950 ‘and by
Mr; Nelson Rockefener in hie report entitled "Partners in Progres:" ¢
‘March 1951 which sotually suggested the creation of an internatic::il iavelcpmeut
authority. The ‘President of the Interpational Benk Mad aleo yecor<l o suated,
et the twelfth session:of the Economic and Sociel Council thet 1n s-ue cases 1t
would be better ‘to give outrigbt grauta-in—aid retber ‘than loans which, 1n cases
of default, would only engender resentment on both sides. s T e
‘It could be seen therefore that thers %&3d been remarimble unanimity

' ‘m the Yroad 1ine of approach to’ the' problom and in the ‘Beasures advocated for
1te solution. The points on which there was general agreemenit were the .

res 1. The under~developed countries were ot in a position to: ¥inance -
© thetr ‘economic deévelopwent adequately from their own domestis ‘Fesourcesd: - The
shortage ‘of sapital was the main obstacle o« 1ts roots lay in the'ilov natiopal
income "of ‘the under<developed countries, which prevepted the formation of: savipgs
‘and bence of ‘1nvestwent capital, That was a vicivus cirole becduse, whils' there
could be no ecomomic development without savings, there could aleo be no savings
without econaiis development." Omly. foreign capltal could dbreak the 6ircle.

Ty 'l‘he available dowestic financiel resources in under~developed. " ..
.. countries ehould be supplemented by internatiopal loans oh.a move liberel scele
and more gemeyous terwé then in the pagt. In that conmexion, he’welcomed the
statemsnt Yecently made by the President of the Intervatiomel Bank,ubo had ..
jromised moré 1iberml- terme and also essistence’ to' under-developad ‘countyies  in
the” prepmtion of ‘their development plauns, St st e
, < ¢ 5347 Non~self«1iquidating projects ms oppossd to economic projects -
ﬂboumhbe findnced i{nternmationally tbrough'-»gmnt;a-in-iaid or by meens of lopg-term
loane Bt & lov rate-of interest.

/,li..Forelgﬁv |
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‘lt Foreif?n equity investmente s?xou.lci be encouraged by the governments
LS S .‘, e {4 ‘} N

of un:ler-developed coﬁntries by maasures such 'as uarantees aga.inat non-oounmrcial
rigks and relief' from double texatlon. o ) T '

T s

He believea ‘Ehat the Comission should express 1ts epproval of thoee k
four basic principles and *bhus la.y the foundation :f‘cr i‘uture concrete ection 1n

q‘-‘v.~ LI

that fleld. o ' ‘ v ,

.a,.a

- Only minor obaections had ‘been raised on som of' the poin'!;s.; Some
‘representatives for instance had qﬁestioned the’ recomendation that. the Inmerha-
tional Bank should set for itself the obaective of lending $1 ooo ooo,ooo C
ennually to under-developed countries. The 1mpor‘bant fact was that the Ba-nk

“

should increase the valwne of its lending and liheralize 1’03 terms.' The actua.l

L

figure vas of secondary 1mporte.nce. - , N
R " Both the Belgien ani Uhited'Kingdom representatives had quqst;onea the
a&visability ‘of settinb up yet a.nether 1ntermtiona.l agency. The mlevant

-q*

‘eriterion there was not the number of existing 1nﬁex~national agencies but whe‘aher
any of them could \uﬁertaim the te.sk and carry out the recommendationa outlined in

,,,,,

the report. No oae would. advise the great f‘oundatiom existing in thg Unitqd.

Y PR

-Sta.tee to transfer tlmeir ac{;ivities bo banking imtitutions, a.nd since the . o
1nternational develomnt authority'a functions would be very similar :ln natmg

, %e those' of a foundation 1t was 1&3.9 to argue that they eeuld. be ag.equate;;‘y s

pozt‘emd by the Intezmtioml Bank

Lk L

s
RRCITR - TR *y";a»

The Belgian mpresentative h.ad a.lse argued that reamﬁ.u;ent 'pm{smmmas
now ‘n«emu carriep. eut 1n mny d_aveloped countries were ef great essiatance to
w'ﬁar-d.eveloped eountries. Ii’ he mea.nt that rea,rmamnt progranmzea had exex;cisa& 8
corrective 1nfluence on the}balance of payﬁents positions of the undpr-developed
oountries, his statemant ves correct. It wa.s obvioue however that Re Qountry‘ T
could cheerfully welcome relief based. en ermament progremes. mr’shemere ,Gs«gc;x‘
pmgmmﬁes vere pregudicial to the interests of the un@er-develeped comtriee
because they ha.d leé. to a decrea.se in the tlow of mush needed equipment, ag noted
in paragx-aph 283. of the repox:b a.nd hacl aise stopped the flow of foreign invests.
monta vhich alone could provide the necessary 1mpabus for econemic d,evelopuwmg,
Although the report deserved nothing but pra.ise , 1t was neceeaary to

correct some of 1ts omissions and amplify some of its recommendations,

/ First of
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Firat of ail as .other mpresentati\raa }iaé pointed out the report made
_no refmnco to several existing.projects. for the economlc development of under-
‘asvslopgg,gounxriee, The Colombo Plan, for inmstance, which had been sponsored by
the Australian Government, represented & very great achievement because, -though
only regional in scope, it had a very sound basis. and. took into consideration the
real needs of the under-developed countries concermed. He regretted that the
experts had not-made any suggestions for: op-ordination between such plans end
activities at international level, such gs of. the 1nternatioml;g1‘e.veloprdsntl.
authority., .. , o ‘ _ L , "

Secondly, .the report mads no reference to enterprisee which might be.
Jointly financed by governmntu, domestic capital and foreign capitel, Co-
operation between thoge three elements would be extremely valuable, The
‘participation of .the Government in any enterprise would instil eonfidence in- the
public; the participation of @omstic~‘ ca.pi’,ba}. would allay fears of foreign
economic domination; and the participation of the.govermment and:of domestic
capitel would guarentee fair treatwent for foreign-capital. - .

Thirdly, the report did not pay eufficient attention to the pro‘blexn of
1nf1ation, wvhich was bound to arise in many cases because of the lapse of time
between the beginning of any project requiring a large outlay of capital and
the moment it began to yleld, Under-developed countries were in great need of
agslstance in that particular fleld and more abundant supply of food wes very
important,

Fourthly, the report had not deslt at sufficlent length with the various
possible arrangements for the repayment of loans, Some leeway would have to be
granted to under-developed countries in that respect. o

Finally, the report contained no adequate proposals for co-ordimation
between the International Development Authroity, the International Bank &nd the
competent specialized agencies, which were already doing most excellent work in
providing technical assistance, - |

All those points, however, were of finor importance and could be easlly
remedied, The main difficulty was that none of the recommendations in the report
could be implemented without sincere and sympathetic co-operation on the part of
the evelopéd. countries. He wished to make a most earnsst appeal to such
countries not to withhold their co-operation, for without it no scheme of

sconomic development would ever succeed,
[Unfortunately,
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e lmfortunately, he realized that the developed countries.were now devoting
»‘Iaﬁvory 1arﬂe part of their resources to rearmament: progremes, - In that,connextion,
he wished to drew the Comission*a attention to a draft resolutien (A/C.1/598)
Bubmitted by the Indian d.elegation on 26 Octoﬁdr 1950 The resolution was
Aentitlad "Declaration on t,he Removal of, the ‘Threat of .a New Ver end the e
S‘brengthening of Peace and Security Among the Nations“ | Having noted that the
pmvalance of hunger, diseaae and want in }.a.rge areas of ,the world. were a danger

o peace and stabllity, and that le.rge and growing armament. progremmes also

reprecented a threat to peace and diverted human and economic resources which-. -

ccmlcl otherwise be: used. for ralsing t:he standard of 1ife in uxﬁar-d.eveloped
com‘br‘las the nesolution reoomnded ‘the creation oii a Uhited Natlons Peace Fund
for the dsveloment of under-developed areas, It also reccmnemed that.each
;M’amber of the Unitetl Nations should submit a scheme setting forth the principles
‘and the scale on which 1t would de prepared (a) progressively to reduce 1ts
armaments, and (D) to contribu*be to' the.Peace Fund.. .In his opinign, it would be
very helpful to establish such a fx.md. and from ‘the. psychologlcal point of view,

‘ 1t wa.s mportant to continua to epeak of peaqe even, in the nidst of preparations
for var, L e ey ‘

231_9, meeting rose at ie:&s Palle
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